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INTRODUCTION 



One of the most productive fields for the 
economic application of centralized management 
is in the provision of common supplies and 
related services to all the Military Departments. 

After a rather comprehensive study of this 
entire problem, we came to the conclusion that 
considerable economy and efficiency could be 
gained if all the common supply management 
activities were consolidated into a single 
agency. Accordingly, a new Defense Supply 
Agency was established and placed directly under 
the Secretary of Defense. 

The new organization has a big job ahead 
of it. I am sure that it will encounter some 
difficulties during its first year of operation, 
but I am equally confident that in the long run 
it will improve supply support to the operating 
forces while materially reducing the cost to 
the taxpayer. 

So spoke Secretary of Defense Robert S. McNamara in 
1961, shortly after announcing an unprecedented undertaking, the 
establishment of an agency, independent of the military services, 
responsible for the provision of common supply and service 
support to the military services. 

The events which led to the establishment of the 
Defense Supply Agency (DSA) may be viewed as a slow evolutionary 
process, fraught with controversy at every step of the way. The 



Robert S. McNamara, quoted in U.S. , Defense Supply 
Agency, An Introduction to the Defense Supply Agency , 
(Washington, D.C.: Government Printing Office, 196*) , p. v. 
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principal proponents of the " single-agency" concept, among whom 
were influential members of Congress and the prestigious Hoover 
Commission, argued against the duplication, overlapping of 
functions and waste inherent in the proliferation of military 
supply systems dealing with supplies commonly used by two or 
more services. The opponents of integrated materiel management, 
while recognizing the need for improvement, argued that 

i 

integration under the "single-agency" concept was an unsatis- 
factory trade-off of individual military service authority and 
control for the sake of economy. Or viewed in another way, it 
I wes considered to be a trade-off of effectiveness for efficiency, 
a price that the military services were unwilling to pay. 

After seven years of operation with DSA, there is no 
longer any serious speculation concerning the possibility that 
the responsibility for management of common supplies and services 
will again be decentralized to the military services. Integrated 

! 

materiel management in some form is here to stay. The question 
now is how has DSA met the challenge presented in its charter, 
i.e. "providing the most effective and economical support of 
common supplies and services to the military departments and 
ij other DOD components."'*' 

The purpose of this study, then, is to examine the role 

of DSA as the principal integrated materiel manager for the 

— 

■*Tf.S., Department of Defense, Defense Supply Agency 
(DSA) , Directive Number 5105 * 22 , November 6 , 19 & 1 . 
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Department of Defense and how the challenge of "providing the 
most effective and economical support" has been met. The approach 
will include a review of events which led to the establishment 
of DSA in order to understand the climate in which integrated 
materiel management evolved. An examination will be made of 
the requisites for effective integrated materiel management to 
determine how DSA has met these requisites. Of primary interest 
will be the experience of DSA during the Vietnam War, for this 
has certainly provided the greatest test to date of DSA's ability 
to meet the challenge. An analysis of DSA's approach to 
integrated materiel management will be undertaken to determine 
its strengths, weaknesses and potential. Prom this, implications 
for the future will be derived. 



CHAPTER I 



TRENDS TOWARD INTEGRATED MATERIEL 
MANAGEMENT SINCE WORLD WAR II 

Background 

Although the concept of integrated materiel management 
as we know it today did not develop until after World War II, 
the question of how best to provide the military services with 
common supplies and services was seriously discussed as far back 
as World War I. A suggestion to Bernard Baruch, Chairman of the 
War Industries Board, that a single agency be established to 
purchase all military supplies, was rejected on the ground that 
there were many overriding advantages in the decentralized systems 
then in use. ^ 

In the intervening period between the two wars, there 
was almost continuous congressional interest in the subject of 
management of common supplies and services. Many bills aimed at 
consolidation of military logistics functions were introduced in 
the Congress. Proposals to consolidate the procurement function 
were integral parts of all these bills. However, major proposals 
were successively rejeoted by congressional committees and the 
military departments, primarily on the ground that they were not 

■%.S. , Department of Defense, Integrated Management of 
Common Supply Activities, Report of the Study Committee, July 11, 
1961, p. II. 
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in the best interest of the nation. 

With the advent of World War II, military supply 
became "big business." The impact on the nation's economy wa3 
unprecedented. As a result, the Congress focused increased 
attention on the duplication and inefficiencies of the separate 
military supply systems. Illustrative of the thinking within the 
Congress which emphasized the need for improved methods to 
eliminate duplication and waste, was the testimony of Represent- 
ative Wadsworth of New York before the Woodrum committee, during 
hearings in 1944 on a proposal to establish a single Department 
of Armed Forces: 



. . . let's take a look at what we call our postwar 
period. Let us estimate some of the elements which will 
be influential in swaying the Judgement, rightly or 
wrongly, of the people and the Congress of that day. 

When this war is over it may be that we shall have run 
up a national debt approaching $300,000,000. 

. . . Already we visualize other financial obligations 
or commitments. . . . And do not forget that while 
these expenditures are going on, the taxpayers, millions 
of them, crying for some measure of relief, may turn 
desperately to find a place where big slashes can be 
achieved. It is more than probable that their attention 
will be riveted upon the military services and that the 
cry will go up all over the country that there aren't 
going to be any more wars; that we do not need more 
than a flimsy skeleton of a national defense structure. 

That's what happened in 1920. That is what 
happened after every war in which we have engaged. I 
do not need to remind you of the cruel, bitter price 
which our country has paid in lives and treasure as a 
result of that sort of performance back through the 
years. In all seriousness I say to the men in 
responsible command In all our military services that 
they must look ahead and be prepared to justify before 
the Congress and the people of that day the maintenance 
of adequate military forces. And in preparing the 
services against that day they must cooperate one with 
the other in every conceivable effort in the reduction 
of expenditures to wipe out all unnecessary duplication. 
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to eliminate waste . . . the solutions which we 
recommend may well be inadequate unless the services 
themselves Join hands, one with the other, and help 
us. By so doing you may contribute the greatest 
measure of assistance to us in our work. But more 
important still, you may erect a sound and under- 
standable defense against those traditional postwar 
tendencies to which I have referred. Do not forget 
what happened in the past.l 



National Security Act of 1947 

Although many proposals were made and many bills were 

II 

introduced prior to and during World War II to consolidate 

|i 

military logistics functions, the first significant legislation 
with respect to such consolidation was the National Security Act 
of 1914-7. Even so, this was a small first step. This act, which 
provided the basic framework for the current Department of Defense 

i 

organization by the creation of the National Military Establish- 
ment, did not provide for a separate common supply agency, as 
had been previously suggested. 

However, of primary significance was the explicit 

'I 

assignment of responsibility to the Secretary of Defense for 
positive action to eliminate duplication and waste in military 
logistics management: 

. . . the Secretary of Defense shall take appropriate 
steps to eliminate unnecessary duplication or overlapping 
in the fields of procurement , ^supply, transportation, 

!. storage, health and research. ^ 



^U.S., Congress, Senate, Committee on Military Affairs, 
Department of Armed Forces, Department of Military Security, 
Hearings ! 79th Cong. , 1st sess. , 1945, pi 698. 



^National Security Act of 1947 . Publio Law 80-253, 
80th Cong., 61 Stat. 1*95, sec. 202(a)(3), 1947- 
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The National Security Act of 19i4-7 established the 
Munitions Board as a staff agency of the Office of the Secretary 
of Defense and gave it statutory authority for coordinating the 
logistic efforts of the military departments. However, it is 
important to recognize that the Munitions Board was not delegated 
any decision-making authority. Rather, its duties consisted 
primarily of making recommendations to the Secretary of Defense 
for his approval and implementation. A further limitation on the 
effectiveness of the Munitions Board was that much of its detailed 
work had to be conducted on a committee basis because it had to 
rely on the use of existing operating units in the three military 
departments. ^ 

While the National Security Act of 19i}-7 laid the 
groundwork for future integration of common supply functions, 
little discernible progress was made in that direction in the 
years immediately following passage of the act. In attempting to 
understand the reason for this lack of progress, it is necessary 
to understand the concept under which the National Military 
Establishment oame into being: 

. . . The concept of this first unification law was 
federation, not merger, of the armed forces. It created 
a federated agency, unique in the executive branch, 
entitled the National Military Establishment. This 
Establishment was not itself an executive department 
but consisted mainly of three separate executive depart- 
ments— the Departments of the Army, the Navy, and the 

\r.S., Department of Defense, Integrated Management of 
Common Supply Activities , p. I 2. 
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Air Pore©. Each department retained all powers not 
expressly delegated by the unification law to the 
Secretary of Defense. The civilian heads of the 
departments, although subordinate in certain respects 
to the Defense Secretary, retained the statutory 
right of direct access to the Director of the Budget 
and the President. The head of the National Military 
Establishment, entitled "Secretary of Defense, " was 
given four specific duties which were so worded in 
the law as to limit his role to that of a coordinator- 
-raore of a supervisor than administrator. These duties 
were, first, to establish general policies and programs; 
second, to exercise general direction, authority, and 
control; third, to eliminate unnecessary duplication 
and overlapping in certain specific fields; and, 
fourth, to exercise certain budgetary authority over 
the departments and agencies of the National Military 
Establishment. The law gave the President and the 
Secretary of Defense direction over the Joint Chiefs 
of Staff, and gave the Secretary of Defense direction ^ 

over the boards and agencies of the Military Establishment. 

Under this concept of federation or unification by 
coordination, little progress toward integration of logistics 
functions could be expected and little progress materialized. 



First Hoover Commission Recommendations 
The Committee on Organization of the Executive Branch 
of the Government, commonly known as the first Hoover Commission, 
recognized the inadequacy of defense organization under the 
National Security Act and made certain recommendations to correct 
the deficiencies. The 191+9 amendments to the National Seourity 
Act of 191+7 met the criticisms of the first Hoover Commission by 
creation of the Department of Defense as an executive department 
and by increasing the authority of the Secretary of Defense, 

■Hj.S., Congress, House, Committee on Armed Services, 
Unification and Strategy , H. Doc. 600, 8lst Cong., 2d sess., 

19^0, pp. 1-2. 
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making him the principal assistant to the President on national 
defense. 



The concept of this new law, as contrasted to 
the federation concept of the original Unification 
Act, was one of centralized, clearly defined civilian 
authority in one executive department. The loosely 
joined system of three executive departments, each 
with direct access to the President, was discarded. 

The new law changed the synonym of unification from 
"coordination” of the armed forces to "centralization" 
under the Secretary of Defense. ^ 

Another integrating influence which resulted from the 
first Hoover Commission report was the establishment of the 
General Services Administration under the Federal Property and 
Administrative Services Act of 19I+9# The administrator was 
delegated broad authority to assume supply responsibilities for 
all federal agencies, including the military services. However, 
the potential impact of this provision was, to a large extent, 
nullified by another provision of the act which gave the 
Secretary of Defense authority to exempt the National Military 
Establishment from such aotion by the General Services Admin- 

p 

istration. 



0 'Mahoney Amendment 

Disclosures of supply inadequacies by the Bonner 
subcommittee of the House Government Operations Committee in 1961 
caused the Deputy Secretary of Defense to direct the Munitions 



1 Ibid . . p. 3. 

2 

Federal Property and Administrative Services Act of 
19li-9 . Public Law bl-152, blst Cong., sec. 20l(a), 1949, p. 9. 
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Board to set up a supply systems study project for each category 
of materiel. "Priority consideration" was to be given to 
"the feasibility of assigning to a single military department 
the responsibility for procurement, distribution, including depot 
storage and issue for classes of common items of supply and 
equipment and depot maintenance of such equipment." Since the 
Bonner subcommittee had pointed out that the Army and Navy each 
had five medical supply depots in the United States, the 
Secretary of Defense directed that a feasibility test be under- 
taken at Alameda, California, to determine if the Amy could 
satisfactorily distribute medical supplies in that area to the 
Navy. This feasibility test came to be known as the Alameda 
Medical Test,'*' 

Further disclosures by the Bonner subcommittee that the 
Air Force was building a separate supply system for common use 
items resulted in the 0 'Mahoney Amendment to the Department of 
Defense Appropriations Act of 1953» This amendment required the 
Secretary of Defense to issue mandatory regulations to the 
military services with respect to procurement, production, ware- 

p 

housing and distribution of supplies and equipment. 

The apparent intent of the following provision of the 
O'Mahoney amendment was to ensure secretarial review of the 
existing military supply systems with a view toward eliminating 



tJ.S. , Congress, Joint Economio Committee, Background 
Material on Economic Aspects of Military Procurement and Supply . 
Birth Cong. , ?d sess. , 1%0, p. 30 . 



2 Ibid. , p. 39. 
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duplication and overlap of functions, thereby facilitating the 
establishment of an integrated supply system: 

Notwithstanding any other provision of law, and 
for the purpose of achieving an efficient, economical, 
and practical operation of an integrated supply system 
designed to meet the needs of the military departments 
without duplicating or overlapping of either operations 
or functions, no officer or agency in or under the 
Department of Defense, after the effective date of this 
section, shall obligate any funds for procurement, 
production, warehousing, distribution of supplies or 
equipment or related supply management functions, except 
in accordance with regulations issued by the Secretary 
of Defense. 1 

The action taken by the Secretary of Defense to im- 
plement the O'Mahoney amendment, while probably meeting the 
letter of the law, did not appear to comply with congressional 
intent: 



The main consequence of the O'Mahoney amendment 
was the issuance of directives by the Secretary of 
Defense restating or reaffirming existing regulations 
under which the military departments, agonoies, and 
offices obligated funds for the varied supply activities 
within their cognizance. 2 



Reorganization Plan Number 6 

In 1953 » President Eisenhower established the Rocke- 
feller Committee to study defense organization. As a result of 
committee recommendations. Defense Department Reorganization 
Plan Number 6 abolished the Munitions Board and transferred its 
functions to the Secretary of Defense. The reorganization plan 

^Department of Defense Appropriations Act for 1953 . 
Public Law 82-1* *8 B, 8 2d Cong., 66 St at. 538, sec. 63 8, 1952. 

*TJ.S., Congress, House, Committee on Government 
Operations, Defense Supply Agency , H. Rept. 21 jJ|0, 87th Cong., 

2d sess., 1962, pi 10. 
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authorized the establishment of six new Assistant Secretaries of 
Defense, including the Assistant Secretary of Defense (Supply and 
Logistics) . 

The Munitions Board, which had been responsible, among 
other things, for the Defense Standardization Program, the 
Military Cataloging Program, and for coordinating defense 
procurement, had made little progress in integrating defense 
materiel management. 

The Munitions Board, comprising representatives 
of the three military services and a chairman with 
limited discretion, never became an effective agency 
for military supply integration , 2 

The Assistant Secretary of Defense (Supply and 
Logistics) notified the military departments in November, 1953 
that the supply systems study project undertaken by the Munitions 
Board was discontinued and that subsequent emphasis was to be 
placed on supply management improvement "within the respective 
services." The Alameda Medical Test was discontinued in accord- 

3 

ance with this pronouncement. 

Thus, the emphasis shifted away from integrated 
materiel management and away from congressional intent as 
prescribed by the O'Mahoney amendment. This shift occurred in 



HJ.S., Congress, Joint Economic Committee, Background 
Material on Economic Aspects of Military Procurement and Supply . 
56 th Cong., 2d sess., I960, p. 39. 



ni.s., Congress, House, Committee on Government 
Operations, Defense Supply Agency , H. Rept. 2440, p. 9. 

%.S. , Congress, Joint Economic Committee, Background 
Material on Economic Aspects of Military Procurement and Supply , 
56th Cong., 2d sess V, i 960 , 39 . 
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spite of the fact that the report on the Alameda Medical Test, 

I which had been submitted to the Munitions Board in October, 1952, 
!' had concluded that this limited approach to integrated materiel 
management had been proven feasible and that economies could be 
achieved through such integration by the elimination of 
duplicated administrative and overhead costs. ^ 

(I 

Second Hoover Commission Recommendations 
The second Hoover Commission report, issued in 1955> 
strongly criticized the waste and duplication in military supply 
systems and focused renewed attention to the lack of progress 
toward integration of materiel management. The Commission 

i 

recommended that Congress enact legislation establishing a 

separate civilian-managed agency, reporting to the Secretary of 

i) p 

Defense, to administer common supply and service activities. 

(I 

It was further recommended that the agency be named the Defense 
Supply and Service Administration.-^ 

There was unanimous opposition by the military services 
and the Department of Defense to these Hoover Commission 



I 



^J.S., Congress, House, Committee on Government 
Operations, Military Supply Management . H. Rept. 857 » 83 rd Cong., 
1 st sess., p. 37 * 



u .S. , Committee on Organization of the Executive Branch 
of the Government, Business Organization of the Department of 
Defense . (Washington, D.C.: Government Printing Office, 1^55 ) 

p. 1|5* 

%bid. , p. 50 . 
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recommendations. The following are typical of the arguments 
cited in opposition to the proposal: 

1. The objectives of the Hoover Commission give 
inadequate consideration to the mission and organization 
of the araed services; overemphasizes peacetime 
conditions; and assumes a lack of efficiency in 
military logistic activities. 

2. Deficiencies in the area of common-supply 
and common-service activities have been recognized 
by the Department of Defense and actions have been 
taken to correct them. 

3. The establishment of the agency would lead 

to duplications in both overhead and operating personnel, 
since two supply organizations would be required, one 
for common items and the other for military peculiar 
items. Moreover, civilians would be hired to perform 
work now being accomplished by troops on practical 
application training assignments and destined for 
duty in the combat zone in wartime. 

if.. The expandability of a common supply and 
service agency in time of war would be much less 
rapid than that of the armed services, since it would 
not have access to personnel through the draft, does 
not have reserve units available to it, and would 
perhaps be subjeot to loss of men to the draft. 

5. Retention of civilians in wartime on 
military supply and service jobs is doubtful, 
particularly under the threat of nuclear war. 

6. Military effectiveness would be jeopardized ^ 
because supply would become less responsive to command. 



The Single Manager Plan 

As a result of the Hoover Commission's recommendations 
and continuing criticism by members of Congress concerning 

1 1 

failure to comply with the intent of the O'Mahoney amendment, the 
Secretary of Defense established the single manager concept in 



^U.S., Congress, Joint Economic Committee, Background 
Material on Economic Aspects of Military Procurement and Supply , 
H6th Cong. , 2d seas., I960, pp. 16-17. 



15 

November, 1955* This concept, -under which one military service 
was given supply support responsibility for a particular 
commodity or service to meet the requirements of all the military 
services, constituted a reversal of the previously announced 
defense position which questioned the value of unification along 
single manager lines. 

The single manager plan, which incorporated many of the 
concepts envisioned under the Hoover Commission's recommendations, 
appears to have been essentially a compromise measure designed to 
maintain military control of supply systems and to prevent the 
formulation of the highly controversial "fourth service of supply." 
The compromise aspects of the plan were, perhaps, best summed up 
by the House Committee on Government Operations, which postulated 
that: 

It balanced Congressional and Hoover Commission 
demands for more integrated supply operations against 
the preference of the military departments for 
separate supply organizations and the prevailing 
military doctrine that each department must control 
its own supply channels for effective performance of 
military missions. *■ 

Under the single manager plan, military departmental 
secretaries were designated as single managers and were assigned 
total responsibility for the funding, procurement, inventory 
management, storage, maintenance and distribution of all wholesale 



■‘XJ.S. , Congress, House, Committee on Government 
Operations, Military Supply Management. Single Manager Agencies, 
Hearings , 86 th Cong., 1st sess., 1959, p.' 11. 
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stocks of commodities as assigned by the Secretary of Defense. 

•I 

The departmental secretaries, in turn, established single manager 
operating agencies to discharge their inventory management 
responsibilities. The -user military services maintained control 
over requirements determination and retail distribution. 

Initially, four single manager assignments were made in 

l« 

what were, perhaps, the most obvious areas of commonality, i.e., 
subsistence, clothing and textiles, medical materiel and 
petroleum products. 



Logistics System Study Project 
In 1957, the Secretary of Defense ordered a critical 
appraisal of all the principal arrangements for coordinating the 
military supply and logistics systems in order "to develop the 
' ultimate plan of supply system organization." The findings of 
the Logistics System Study Project, issued in 195$, indicated 

i 

that the single manager plans constituted effective supply 
management techniques. Although this study project was discon- 
tinued before completing the development of the ultimate plan of 

{ 

logistics organization, it was primarily responsible for the 

'I 

establishment of the Armed Forces Supply Support Council and the 
Armed Forces Supply Support Center in 1958. ^ 

The Armed Forces Supply Support Center, a Jointly 



nJ.S. , Congress, Joint Economic Committee, Background 
Material on Economic Aspeot3 of Military Procurement and 
Supply , B6th Cong. , 2d sess., I960 , pp. 101- 3. 
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staffed activity, was responsible to the Secretary of Defense 
through the Armed Forces Supply Support Council, which was 
composed of the Deputy Assistant Secretary of Defense, (Supply 
and Logistics) as chairman, a principal military representative 
appointed by each of the four services, and the Director of the 
Armed Forces Supply Support Center. The following functions 
were assigned to the center, as stated in its charter: 

(a) Prepare end publish Federal catalog data 
and insure conversion to the data by the military 
supply systems. 

(b) Recommend the assignment of responsibility 
among the services for the monitorship and development 
of specifications for certain categories of supplies. 

(c) Develop and coordinate interservice 
operations to assure cross-utilization of assets in 
order to minimize procurement, stockage, and 
transportation. 

(d) Conduct specific study projects of the 
operations of supply systems of the military services 
and noncommercial common items of material to obtain 
optimum integration in the interest of increased' 
military effectiveness and economy. 



McCormack Amendment 

Notwithstanding the progress that had been made toward 
the integration of military logistics functions, in 1958» 
congressional pressures for greater unification and greater 
economies resulted in passage of the McCormack-Curtis Amendment 
to the Defense Reorganization Act of that year. The language of 
this amendment removed any lingering doubts with respect to the 
authority of the Secretary of Defense to integrate supply and 



1 Ibld . . p. 103 . 



